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1 Introduction

Crab processing sideboard caps were implemented for the 2000 fishing seasons in the BSAI to protect non-
AFA processorsfromadverseimpactscaused by theimpl ementation of cooperatives. Thestructureof thecrab
processing caps followed the formula outlined in the AFA. That section of the AFA indicated that the 10
percent ownership and control standard should be used to determine which facilities should be capped. The
specific language defining crab processing capsisfound in Section 211(c)(2)(A) of the AFA. That language
isasfollows:

“Effective January 1, 2000, the owners of the motherships eligible under section 208(d) and the
shoreside processors eligible under section 208(f) that receive pollock from the directed pollock
fishery under afishery cooper ative are hereby prohibited from processing, intheaggregatefor each
calendar year, more than the percentage of the total catch of each species of crab in directed
fisheriesunder thejurisdiction of the North Pacific Council than facilities operated by such owners
processed of each such speciesin the aggregate, on average, in 1995, 1996, and 1997"

The above section of the Act applies only to processors owned or controlled by AFA motherships and
shorebased processors. Mothershipsthat are owned by AFA catcher processors are currently exempt from
crabprocessing caps. Because AFA catcher processorscan buy mothershipsto processcrab, someindividual s
have expressed concern that profitsearned in the pollock fishery could beused by catcher processorsto create
an advantage under the system asit is currently implemented.

Thefirst crabfishery to beprosecuted after the processing capswereimplemented wasthe 2000 opiliofishery.
Thepurpose of thispaper isto describe how thefishery changed because of the caps, and provideinformation
onalternativesthe Council isconsideringto modify theprogram. Asthe Council considerschangestothecrab
processing caps, they will need to maketheir recommendationsinlight of section213 of theAFA. Section213
states that:

“...The North Pacific Council may recommend and the Secretary may approve conservation and

management measures in accordance with the Magnuson-Stevens Act--
1) that supersede the provisions of this title, except for sections 206 and 208, for
conservation purposes or to mitigate adver se effectsin fisheriesor on owner s of fewer than
threevesselsinthedirected poll ock fishery caused by thistitle or fishery cooperativesinthe
directed pollock fishery, provided such measurestake into account all factor s affecting the
fisheries and are imposed fairly and equitably to the extent practicable among and within
the sectorsin the directed pollock fishery.”

Thereforeto change any aspect of the crab processing sideboardsthat are currently in place, the Council will
be required to justify such changes in terms of mitigating adverse effects on the crab fishery which were
caused' by processing caps.

1t isunclear whether this section of the AFA implies that only harm already shown to have occurred may be mitigated,
or whether this section of the Act can be interpreted in a broader sense to mitigate perceived harm which may occur as aresult of
the Act.
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Shouldthe Council elect to alter the current crab processing sideboard program at the September meeting, those
changes could be implemented in the final AFA rule. Thefinal ruleis expected to bein place for the 2001
fishing season.

1.1 Document Outline

Thisdiscussion paper isdivided into four sections. Thefirst section introducesthe problem that the Council
isfacing (whether or not to ater thecrab processing sideboards). Thesecond section describestheBSAI crab
fisheriesin an historical context. Section three describes the current fisheries and outlines some possible
changesto the program. Section four is the summary and conclusion section.

12 Summary of the Alternatives Proposed by The Council

The Council requested that four alternativesbe consideredinthisdiscussion paper. Thefirst optionwould be
thenoactionalternative. After reviewing thisdiscussion paper the Council may decidethat thereisinsufficient
justificationto modify thecrab processing sideboardsasrequired under section 213. Thesecond optionwould
beto allow AFA processorsto exceed the cap by 10 to 20 percent without being subject to any penalty. The
third option would beto change the years used to cal cul ate the caps. Currently the processing history during
theyears1995-97 isused to cal culate the caps. The Council hasadded an alternative that would a so include
the processing history fromthe 1998 fishing seasons. Becausethe AFA sector processed ahigher percentage
of the opilio crab in 1998, they would be granted a higher cap in future yearsif that year was added. The
fourthandfinal alternativerequested by the Council would bethe compl ete elimination of the crab processing
caps. Elimination of the capswould allow AFA processorsin theinshore and mothership sectorsto compete
directly withthenon-AFA processorsfor theright to processtheentire GHL. AFA pollock catcher processors
would still bebanned from participatingin thisfishery, but they coul d useother floating processors?to process
crab.

2 History of the BSAI Crab Fisheries

Thissection of the document will provideasummary of crab fisheriesinthe BSAI from 1995-98°. Emphasis
will beplaced on historical catch by fishery during thoseyearsand the current fishery opening dates. Thefirst
issueisimportant because that information is used to cal cul ate the crab processing sideboard caps. Season
datesareimportant becausethey provideinsightsinto whichfisheriesareopen at thesametime, aswell ashow
long vessels may have between seasons to off-load their crab harvests before they must return to the fishing
grounds for the next fishery opening.

21 Seasons and Fisheries
The current opening datesfor the BSAI crab fisheriesarereportedin Table 1. Some of thefisherieswill not

openthisyear duetolow GHLs. TheC. bairdi fishery has not been open since 1997, and the Pribilof and St.
Matthew king crab fisherieswerenot openedin 1999. Thesefisheriesarenot expected to be openedtofishing

The Highland Light isan AFA catcher processor. The owners of the Highland Light also own at least 10 percent of a
floating crab processor, which under current regulations is not subject to crab processing sideboards.

3A list of the opilio crab processors from 1995-2000 is included as Appendix 2 to this document.
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in 2000. Thereisalso concern for the 2001 C. opiliofishery. It has been speculated that the GHL will once
again bevery low or the fishery will not open. However, the status of C. opilio and other crab fisheries will
not be decided prior to release of this document.

Table 1. Summary of BSAI Crab Season Dates

BSAI Crab Fisheries Date Fishery Opens

Aleutian brown king crab August 15

Pribilof king crab (red and blue) September 15

St. Matthew king crab (blue) September 15

Bristol Bay red king crab October 15

Bering Sea C. bairdi Tanner crab Concurrent to Bristol Bay red king crab, Oct. 15
-If no Bristol Bay king crab fishery, opens Nov. 1

Bering Sea C. opilio snow crab January 15

St. Matthew brown king crab Open by Commissioner’s permit

Pribilof brown king crab Open by Commissioner’s permit

Source: ADF& G Staff supplied summary of crab seasons.
2.2 Amounts of Crab Processed

Processing data from the 1995-98 BSAI crab fisheries are reported in Table 2. The data are derived from
ADF& G fishtickets. Only commercial processing of crab harvested in the open access fishery isincluded.
Datafrom the 1999 BSAI crab fisheries and the 2000 opilio fishery have not been included in Table 2. The
focus of the paper isto provideinformation to the Council which will aid themin deciding whether to change
thecrab processing sideboard caps. Optionsto changethe capswhich areunder consideration by the Council
include the years 1995-98. Therefore, information on the 1999 and 2000 fisheries may have been useful as
background information, but thearenot being considered asyearsto beincluded when cal cul ating processing
caps. Using 2000 asayear to determineopilio capswoul d not make much senseanyway, becausethat fishery
wasprosecuted under the processor sideboard system currently inplace. Therefore, theprocessinglevelswere
artificially constrained by the caps.

23 Overages and Underages in the Preseason GHL

One of the dilemmas facing managers of the crab fisheriesis have an estimate of total harvest in atimely
manner. GHLs are set as prior to the start of the fishing season. Then as the fishery takes place managers
track the CPUE in addition to the total harvest to determine when the fishery should be closed. This
management strategy often resultsinthe preseason GHL beingover or under-harvested (Table 3)*. Thiscauses
aproblem for AFA processorstrying to achieve, and yet stay within their caps. AFA processors are forced

4Smaller GHLs are generally more difficult to manage inseason. A small GHL for the opilio fishery is considered to be
less than 100 million pounds, for BB red king crab it is about 15 million pounds.
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to try and estimate what the total harvest will be at the end of the season. If they estimate that the GHL will
be exceeded, they will want to processadditional crab. However, the processors must be cautiouswhen they
make this decision, because going over the cap could lead to severe penalties. Perhaps the most serious of
whichwouldbethelossof AFA status, meaning they wouldlosetheir rightsto participateinthe BSAI pollock
fishery.

Table 2: Processing of BSAI crab by AFA and Non-AFA processors

Crab Species Y ear AFA Non-AFA Grand Total AFA % of Total
Blue King 95 2,849,530 1,734,680 4,584,210 62.16%
96 2,590,357 1,428,188 4,018,545 64.46%
97 3,193,715 1,968,319 5,162,034 61.87%
98 2,078,087 1,408,679 3,486,766 59.60%
Blue King (1995-97) 8,633,602 5,131,187 13,764,789 62.72%
Blue King (1995-98) 10,711,689 6,539,866 17,251,555 62.09%
Brown King 95 4,897,107 3,667,617 8,564,724 57.18%
96 5,586,570 2,809,930 8,396,500 66.53%
97 2,075,350 3,954,711 6,030,061 34.42%
98 2,697,793 3,273,345 5,971,138 45.18%
Brown King (1995-97) 12,559,027 10,432,258 22,991,285 54.63%
Brown King (1995-98) 15,256,820 13,705,603 28,962,423 52.68%
Red King 95 731,420 599,424 1,330,844 54.96%
96 6,489,994 2,456,661 8,946,655 72.54%
97 7,657,342 2,103,882 9,761,224 78.45%
98 12,121,625 3,406,497 15,528,122 78.06%
Red King (1995-97) 14,878,756 5,159,967 20,038,723 74.25%
Red King (1995-98) 27,000,381 8,566,464 35,566,845 75.91%
Tanner (bairdi) 95 2,875,057 1,368,479 4,243,536 67.75%
96 1,285,759 520,664 1,806,423 71.18%
Tanner (bairdi) (1995-97) 4,160,816 1,889,143 6,049,959 68.77%
Tanner (bairdi) (1995-98) 4,160,816 1,889,143 6,049,959 68.77%
Tanner (opilio) 95 42,563,046 32,746,141 75,309,187 56.52%
96 36,355,881 29,414,894 65,770,775 55.28%
97 72,621,833 46,921,191 119,543,024 60.75%
98 176,245,213 75,943,718 252,188,931 69.89%
Tanner (opilio) (1995-97) 151,540,760 109,082,226 260,622,986 58.15%
Tanner (opilio) (1995-98) 327,785,973 185,025,944 512,811,917 63.92%

Source: ADF& G Fishticket data 1995-98.

Note:

1) Thebairdi fishery wasnot openin 1997 or 1998, thereforethe 1995-97 and 1995-98 optionsyield identical
results.

2) The processor reported on the ADFG fishticket was used to determine AFA and Non-AFA amounts. If
custom processing has taken place, that would likely alter the above results. Information on custom
processing isrequired to bereported in the Commercial Operator’ sAnnual Reports (COAR). That datawas
not researched to determine how the above numbers may be impacted.
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Table 3. GHLs and harvest of opilio and Bristol Bay red king crab by year

Opilio Red King Crab

Y ear GHL Harvest % over GHL GHL Harvest % over GHL
1990 139.8 161.8 15.7 17.1 20.4 19.3
1991 315.0 328.6 4.3 18.0 17.2 -4.4
1992 333.0 315.3 -5.3 10.3 8.0 -22.3
1993 207.2 230.8 11.4 16.8 145 -13.7
1994 105.8 149.8 41.6 0.0 0.0 n/a
1995 55.7 75.3 35.2 0.0 0.0 n/a
1996 50.7 65.7 29.6 5.0 8.4 68.0
1997 117.0 1195 2.1 7.0 8.7 24.3
1998 225.9 243.3 7.7 15.8 14.2 -10.1
1999 186.2 184.5 -0.9 10.1 11.0 8.9
2000 26.4 30.8 16.7

Source: ADF& G Annual Management Reports
3 Current Fisheries

Section 3will describethe current system for managing processing caps and theimpactsthat the program has
had on the fisheries. Because only the 2000 C. opilio fishery has taken place when processing capswerein
effect, our experience is limited®. Also the crab fisheries take place at different times of the year and are
different lengths(and GHL's). Thesefactorsmay causetheprocessing capstovary by fishery. However, until
more information is available the impacts will be speculative.

31 Structure of the Processing Caps

Processing capsarecurrently based onthe AFA processing sector’ s® 1995-97 processing history expressed as
apercentage of total processing over thoseyears. Processing caps arethen cal culated for each BSAI species
(bairdi, opilio, red king, blue king, and brown king). Because the caps are based on the amount of a species
processed and not theamount of afishery processed, itleavesroomfor AFA processorsto, for example, move
some of the history they earned from processing king crab in the Pribilof sand use that cap to process Bristol
Bay red king crab. In other, words AFA processors could potentially take advantage of price and quality
differentialsamong fisheriestoincrease profitsunder the current system. ADF& G ex-vessel pricedatafrom
1996-98 showsthat thereisoften a5 to 12 percent price differencein thetwofisheries. Someyearsthe price
paidintheBristol Bay fishery ishigher and someyearsthepricesarehigher inthePribilof fishery. Theseprice
differences may be enough to cause effort to switch from one fishery to another. 1t may aso be more cost
efficient for aplant to only openfor onefishery instead of two, if they can processtheir entire cap during that
opening.

SAppendix 1 to this document is areport to the Council from ADF&G on the impacts processor caps had on the 2000 C.
opilio fishery.

6Any entity in which 10 percent or more of the interest is owned or controlled by another individual or entity shall be

considered the same entity as the other individual or entity for the purpose of determining which processor’s catch history will be
included in the AFA sector when calculating caps.
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3.2 Impacts on Catcher Vessels

The processing caps seem to represent a tradeoff between protections for non-AFA processors and market
considerationsfor catcher vessels. Both of thesegroupsare potentially negatively impacted by theAFA. The
non-AFA processorsrequested that crab processing capsbeincludedinthe AFA whenit wasbeing devel oped
by Congress. They were concerned that AFA processors would be allowed to take advantage of changesin
the pollock fishery toincreasetheir participationinthecrabfisheries. Therefore, crab processing sideboards
were specifically structured in the Act, and NMFS implemented those caps as defined by Congress.

Catcher vessel owners have voiced strong concerns at recent Council meeting and during past processor
sideboard committee meetingsthat implementati on of processing capswoul d negatively impact their businesses.
Their concerns focused in two primary areas. Thefirst isthat they would either lose their existing market
because the processor did not have enough cap to taketheir deliveriesor the processor would reach their cap
part way through the season and be forced to turn catcher vessels away. The second concern dealt with
undermining their ability to negotiate an acceptable ex-vessel price. Catcher vesselsindicated after the 2000
opiliofishery that they felt they would havereceived ahigher ex-vessel price had processing capsnot beenin
place. Their logic wasthat becausethe AFA processorshad alimited amount of crab they could processthey
had no reason to competitively bid for additional crab deliveries. The non-AFA processors had less
competition, because the AFA processorsrolein the market was reduced, and they could offer alower price
under those market conditionsthan then would haveif the AFA processorsweremoreactiveinthemarket for
crab. Itispossiblethat thiswasthe case. However, the differencein price that was actually paid during the
2000 opilio fishery, and what would have been the ex-vessel price with no processing caps, cannot be
determined.

A low GHL during the 2000 opiliofishery al so resulted some processors el ecting not to buy and process crab.
Fewer processorsin the market may have reduced competition and, asaresult, ex-vessel pricesfor opilio. If
catcher vessel sreceived alower price during the 2000 opiliofishery then they felt they should have, it may be
attributable to both few processors caused by alow GHL and processing sideboard caps.

3.3 Management Alternatives Proposed by the Council

Four basic management alternatives are being considered for the crab processing caps. Those options are
discussed below. The options selected by the Council for consideration range from keeping the current cap
structureto completely removing theprocessing caps. Other alternativesbeing considered by the Council fall
between those two options, in terms of their impacts on AFA processors, non-AFA processors, and catcher
vessels.

Asmentioned earlier inthedocument, the Council must j ustify any changesto thestructureof thecurrent crab
processing capsin terms of Section 213 of the AFA. Itislikely that the SOC and NMFSwill ook closely at
that justification when determining whether or not to implement any changes recommended by the Council.

"The price for opilio was higher than it wasin previous years, because of reduced product supply, but fishermen felt the
price should have been even higher than it wasin 2000. Most fishermen attributed the price being lower than expected to reduced
competition for their product.
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3.31 StatusQuo

The status quo alternative was described in section two of thisdocument. Should the Council choose not to
make any changesto the existing program, the impacts are those presented in that part of the document and
other analyses used to implement the program.

3.3.2 Allow 10to 20 Overage of Cap

Thisoptionwould allow processorsto exceed their processing capsby aset percentage each year without any
penalty. Therange under consideration by the Council is 10 to 20 percent. If approved the members of the
AFA sector would be allowed to exceed their processing caps (based on the preseason GHL ) by between 10
and 20 percent each year. Allowingoveragetakesinto account fisheriesmangersinability to exactly estimate
the appropriate harvest levels and then shut the fishery down once that level of harvest is taken.

Toshow how the overageallowanceworkswewill provideacoupleof examples. All of theexampleswill use
the 10 percent overagelevel. Thisalternative was selected simply because it makesthe math easier, and not
because it is a better alternative than the other percentages being considered.

Assume that the mid-point of the preseason GHL is 100 million pounds. For simplicity, we will also assume
that the AFA sector’scap isegual to 50 percent of the GHL. That meansthe AFA cap is50 million pounds.
Allowing a 10 percent overage without penalty meansthat the AFA processors can actually process up to 55
million pounds. The amount of the cap isnow set and will not vary, even if the GHL isexceeded. Now, we
can walk through three different scenarios. Thefirst assumesthat the GHL isexactly harvested, the second
assumes the GHL was exceeded by 10 percent, and the third assumes the GHL is exceeded by 20 percent.

When thefishery is closed down exactly when the 100 million pound GHL istaken, the AFA processorsare
basically given a 10 percent increase as a result of management uncertainty. Recall that AFA are not
guaranteed any amount of crab under the sideboard caps. They must offer prices which attract owners of
catcher vesselsto deliver totheir plant, in order to process up to the amount allowed under the cap. Under the
origina programthey would have been required to stop processing at 50 million pounds, but they wereallowed
to process up to 55 million pounds, in thisexample. 1n essence, the 10 percent overage effectively resultsin
alarger cap for the AFA processors.

If the GHL isexceeded by 10 million pounds (10 percent), the AFA sector would be allowed to processup to
55 million pounds, or exactly their 50 percent of theGHL . Inthiscasethe 10 percent overageactually allowed
the AFA sector to processtheir original cap, in percentageterms. Finally, if the GHL were exceeded by 20
percent (120 million poundsharvested), then the AFA sector would only beableto process55 million pounds,
with the overage rules, but they would have been alowed to process 60 million pounds under the current
regulations®. Thisassumesthat with the overagerulesin placetherewould be noin-season adjustmentsof the
total catch. Processorswould basetheir processing cap onthe preseason mid-point of the GHL plusthebuffer
added to the cap for management imprecision.

8This assumesthat the processors would have been able to work with ADF& G to determine what the actual catch would
be in-season. Precise in-season estimates are not likely in the near future, so while processors would technically be allowed to
process 60 million pounds they probably would choose to process less to ensure they did not exceed their processing cap.
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In summary the overagerule provides AFA processor somerelief fromthe management uncertainties, inthat
they know the maximum amount of crab they can process as a sector before the start of the season. Under
theserulesthe AFA sector isconstrainedlessif the GHL isnot exceeded or exceeded by apercentagelessthan
their overage percentage. They arethusbetter off under the AFA cap with the builtin buffer for management
imprecision. If the GHL isexceeded by apercentagegreater than the overage percentagethen AFA processors
are better off under the current system of determining processing sideboard cap amounts, if they are ableto
makein-season adjustmentsfor the overage. It should benoted that any scenario that makes AFA processors
better off will likely make non-AFA processors worse off.

3.3.3 Basing the Caps on 1995-98 Processing History

Adding 1998 to the yearsthat are used to determine the AFA processing capswill increasethe AFA sector’s
cap amounts in the red king crab (1.66 percent of GHL) and opilio fisheries (5.77 percent of GHL).
Processing capswould be reduced in the blue (0.63 percent of GHL) and brown (1.95 percent of GHL) king
crab fisheries and be unchanged in the bairdi fishery (Table 2). The opilio and red king crab capsincrease
because the AFA sector processed alarger percentage of the crab fisheriesin 1998 relative to their 1995-97
average.

Adding 1998 will likely make AFA processorsrel atively better off when compared tothe current cap and make
non-AFA processors relatively worse off. The processors would be expected to be better off because
processing sideboard caps increase in the opilio and red king crab fisheries. These are the most valuable
fisheries and therefore the fisheries of most concern.

Catcher vessels would be better off adding 1998 if it increases competition for delivers. As stated earlier
increased competition among processors is expected to improve the bargaining position of catcher vessels.

3.3.4 Abolish Crab Processing Caps

Thisoptionwould completely removethe crab processing sideboard caps. AFA processorswould then once
again be allowed to compete for the right to process any amount of the GHL. If the AFA has economically
advantaged the AFA segment of the processing sector, removing processi ng capswoul d placethese processors
in abetter position, relative to the non-AFA processing sector, than they werein prior to the implementation
of theAct. Thereforeremoval of the processing capswould benefit AFA processorsand catcher vessels. Non-
AFA processorswould bein aworse position rel ative to the status quo and may be worse off than they were
prior totheimplementation of the AFA. Thechangesmay even belarger over timeif thefearsof thenon-AFA
processorsarerealized. Inthat case, AFA processorswould alter their operationsasaresult of rationalizing
the pollock fishery to increase the relative amount of crab that they could process.

Removal of the caps may benefit catcher vessels. The catcher vessel sector has advocated the elimination of
processing caps. The harvesting sector feels that they will be better off if they have more processors to
negotiate with over the price of their product (Halvorsen et. a., 2000)°.

“Halvorsenetal , 2000. Inshore Sector Catcher Vessel Cooperativesin the Bering Sea/Aleutian |slands Pollock Fisheries,
North Pacific Fishery Management Council, February 7, 2000.
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34 Other Potential Management Alternatives

Four other potential structural changesto themanagement of these capsare presentedinthissection. Changes
that the Council may wish to consider making to the program include allowing the capsto be lifted agiven
number of daysafter afishery closes, changing the capsfrom entity capsto aggregate caps, changing the caps
from being speciesbasedtofishery based, or revising the cap at theend of the season based onthe methodol ogy
used to estimate CDQ harvest amounts.

3.4.1 Lifting Processing caps a given number of days after the fishery closes

Liftingthecapsagiven number of daysafter the season closesisoffered asasuggestionto hel preduceoff-load
waitingtimes. Itisawell know fact that crab mortality increasesthelonger crab areheld on-board thevessel.
Concernswereexpressed at the June Council meetingthat AFA processing sideboardshad increased thewait
timefor vesselsto off-load, and that if the opiliofishery had taken place during thewinter asit normally does,
dead-loss may have increased much more than was actually readlized. To provide a relief valve for
extraordinarily long off-load timesthe Council could allow AFA processorsto resume processing (abovethe
cap) agiven number of days after afisheries closes. Thiswould allow catcher vesselsto get crab off their
boats before the rate at which crab start dying increases, or in some cases perhaps before the next fishery
opens. The number of days that AFA processors would be excluded would depend on what is considered
normal off-load time, how long crab can survivein the hold under the weather conditions, and when the next
fishery is scheduled to open. If by using these factors a number of days can be determined, non-AFA
processorswould be givethat length of time to get the fleet off-loaded before the AFA processorswould be
allowed to re-start their processing.

Allowingthe AFA Sector to start processing after agiven number of days does providethe potential for AFA
processors to try and keep vessels from off-loading until after the cap is lifted. The extent to which this
strategy could be employed is unknown. It also may encourage catcher vesselsto sit and wait for the AFA
processing cap to be lifted with the hopes they will receive ahigher price, if they feel that dead-losswill not
be a substantial problem.

3.4.2 Aggregate vs Entity Caps

There has been a substantial amount of discussion at past meetings regarding aggregate and entity level
processing caps. Currently thereisinsufficient real timedatato manageaggregate capsin-season. Thecurrent
reporting system would need to undergo substantial changes beforethe management of aggregate caps could
be enforced in-season.

Given these management constraints, it isstill possiblethat at some point in the future the Council may wish
to move to aggregate processing caps. However, aggregate caps also may carry with them their own set of
problemsfor theindustry. For example when the aggregate cap isreached, all AFA processors would need
to stop taking deliveries at the same time. Removing all of the AFA processors at once may cause alarger
disruptiontothefleet thanif processorsleft thefishery oneat atimeasthey eachreached their cap. Thereare
al so questions about what to do with vesselsthat are partially offloaded when the closureisissued. Would
these vessel s be allowed to continue offloading or would they be required to moveto anon-AFA processor?
If they areallowed to finish offloading, would that provideincentivesfor processorsto partially offload severa
vessels asthe cap is approached, so after the closure is announced they could continue offloading all of the
boats and increase their percentage of the processing totals?
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Under aggregate capsthereisalso theissue of whowill be prosecuted if thecap isexceeded. No enforcement
actionswill betakenif the overall capisnot exceeded even if somefirms process morethan they would have
been allowed under entity caps. However, if theaggregate capisexceeded thenall entitiesthat exceeded their
allocation would be subject to enforcement action.

Thesearejust of few of the problems associated with aggregate processing caps. Asadditional experienceis
gained operating under the caps, other issues will undoubtably be raised.

3.4.3 In-season Adjustment of Catch Estimates

Another way todeal with potential differencesbetween thepreseason GHL andtheactual catchinayear, might
beto request that ADF& G providetheir estimate of the total catch about three days after the fishery closes.
ADF& G currently uses this system to determine CDQ harvest amounts and members of their staff have
indicated the results are usually fairly close to the final catch. This system will be used to estimate final
sideboard amountsintheBristol Bay red king crabfishery. Theestimateismade by requesting vessel sto hail
their approximate catch before they off-load. ADF& G already requiresvesselsthat areleaving the BSAI to
off-load (in Kodiak for example) to hail in their catch. When hailing in their catch they are required to be
within agiven percentage of the actual weight. Currently theregulationto hail inweightsonly apply whena
vessel ischecking out of an area. If thefishery managers determinethat similar regulations are necessary to
obtain accurate hail weights, that regulatory change would need to be pursued through the Alaska Board of
Fish.

Implementing this procedure could provide AFA processors abetter estimate of thefinal cap, and would be
beneficial to AFA processors under either the aggregate or entity caps. If thissystem wereimplemented the
processorswould need to agreeto abide by thefinal estimate once madeby ADF& G, evenif thefinal harvest
estimates ultimately are determined to be larger.

3.4.4 Capsby Fishery vs Species

If the Council wishesthey could changethe cal cul ation of processing capsfrom aspeciesbased systemtoone
that isfishery based. However either system presentsitsown set of problemsthat would need to beovercome.
Consider the Pribilof red and blue king crab fishery. Currently the processors get separate credit for the
deliveriesof red crab and bluecrab. Thered crab could be used to processred king crab fromthe Bristol Bay
fishery and bluecrabfrom St. Matthew if the processor el ected to take deliveriesfrom thosefisheriesinstead.

Under afishery based system, the Council would likely need to allow processorsto processtheir cap amount
of the Pribiliof fishery treating red and blue landings asif they were asingle species. Having separate caps
for red and blue crab in thisfishery does not appear to make sense. With separate caps, it ispossible that a
processor would reach their red king crab cap and be allowed to only take deliveries of blue crab. Creating
asituation were they would need to stop processing before their cap isreached, or requiring a processorsto
only take deliveries of one speciesin amixed fishery, does not seem to be practical.

Ancther alternative may be to combine fisheriesinto asingle cap. The Pribilof and St. Matthew king crab
fisheries are the most obvious candidates. Both of these fisheries, when open, start on September 15.
Concurrent openingshavebeen used to divide harvest effort between thesefisheries. Thismanagement strategy
has forced fishermen to choose the fishery in which they wish to participate, these choices likely impact
processorswhose vessel sfish thesefisheries. Givenhow closely related thetwo fisheriesare, combining the
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processing capsappearsto bealogical consideration. Under thisscenario processorswould haveaking crab
cap for the combined Pribilof and St. Matthew fisheries.

4 Conclusions

Thebasic conclusionin thisdiscussion paper isthat crab processing capswere mandated by the AFA, but the
Council was given latitude in the Act to make changes so long asthey can justify the changes under Section
213 of the Act. Giventhat latitude, the Council is considering changesthat woul d make the processing caps
lessredtrictivetothe AFA sector. Any changesthat makethecapslessrestrictivewouldlikely benefitthe AFA
processing sector and crab catcher vessel s, well at the sametime making non-AFA processorsrel atively worse
off.

Fishery managers have expressed concernsregarding offload times and their impacts on removing gear from
thegrounds, allowing vessel sto enter other fisheries, and dead-loss. Fromthe perspective of fishery managers
within the State of Alaska, regulatory changesto the processing sideboard capsthat are contemplated by the
Council should take these issues under consideration.

Changesto the crab processing sideboard caps that the Council is considering include two alternatives that
wouldincreasethe cap and onethat would compl etely removetheprocessing caps. Increasing the caps might
either be accomplished by adding 1998 to the yearsthat were used to cal cul ate processing sideboard caps, or
by allowing the AFA sector to exceed the caps by 10 to 20 percent without penalty. Theincrease would be
based on the preseason GHL. That isanimportant consideration, because depending on how much the GHL
isexceeded determineswhether the AFA sector ismaderel atively better or worse off under the proposal that
wouldallow overages. If thepercentageby whichthe GHL isexceededislessthanthe overage percentagethe
AFA sector isrelatively better off. If the percentage by whichthe GHL isexceededisgreater thantheoverage
percentagethe AFA sector isrelatively worseoff. Inthiscontext worse off meansthey would havetechnically
been allowed to process more under the status quo. It is also important to note that alternatives making the
AFA sector better off will aso likely make the non-AFA sector relatively worse off.

Other potential changes to the crab processing cap program were also discussed in this paper based on
discussions among staffs of NMFS, ADF& G, and NPFMC. Alternatives presented in that section include
changing the capsfrom bei ng speci esbased tofishery based, changing theenforcement of the capsfrombeing
entity to aggregate based, and allowing for the removal of the processing caps a given number of days after
the season closes in an attempt to reduce the potential for dead-loss and excessive off-load wait times.
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APPENDIX 1

ALASKA DEPARTMENT OF FISH AND GAME

DIVISION OF COMMERCIAL FISHERIES

At the April 2000 NPFMC meeting, the Council posed a series of questions to the
department regarding the AFA processing caps and their impact on the 2000 snow crab
fishery. Thefollowing are a synopsis of the department’ s response to these questions.

1. Wasthe waiting time for vessels to offload in 2000 different than 1999 or 1998 when
No processing caps were in place?

At the conclusion of the 2000 snow crab fishery, both floating processors (FP) and
shoreside processing plants (Shore) experienced increased processing time. The
below table indicates number of days by processing type.

NUMBER OF DAY S PROCESSING
AFTER FISHERY CLOSURE

YEAR CP FP SHORE
1998 1 8 6
1999 5 3 4

2000 4 14 10 (Dutch)



2. Was the percentage of crab deadloss substantially different in 2000 verses the five
previous years when no processing caps were in place?

It appears from the table below that the percentage of deadloss in the 2000 open access
show crab fishery was not significantly different than values observed in the period 1995-
1999.

PERCENT OF OPEN
YEAR DEADLOSS (Ibs) ACCESSHARVEST
1995 1,287,196 1.7
1996 1,333,014 2.0
1997 2,351,555 2.0
1998 2,893,945 1.2
1999 1,828,313 1.0
2000 (preliminary) 310,656 1.0

3. Was the percentage of crab going to locations requiring check-out (Kodiak, Adak,
etc.) different during the 2000 fishery when AFA processing caps were in place
verses 1999 and 1998 when no processing caps were in place?

As shown in the above table, the number of vessels which delivered outside the standard
ports was higher in 2000 than in the prior two years. While this increase may have been
driven in part by higher prices offered in Kodiak, the price differential offered in Kodiak
over Dutch Harbor in 1998 and 1999, 19.6% and 28.4% respectively, was greater than the
differential offered in Kodiak over Dutch Harbor in 2000 (+8.1%). For this reason, there
may be other extenuating reasons that caused the percentage to increase.

NUMBER OF VESSELS EXVESSEL PRICE % OVER
YEAR CHECKING OUT TO PAID TO FISHERS* DUTCH
KODIAK ADAK KODIAK ADAK DUTCH
1998 6 0 $0.67 -- $0.56 19.6
1999 2 0 $1.13 - $0.88 28.4
2000 12 1 $2.00 $2.05 $1.85 8.1

*price for number 1 bright shell crabs.

More vessels delivering to Kodiak in 2000 may have been partially driven by the fact
that vessels were carrying their entire seasons catch, so any price differential would
have been applied to their entire seasons harvest. Also, the closure of the Bering
SealAleutian Islands fixed gear Pacific cod fishery, several weeks prior to the start of
the 2000 snow crab fishery, may have resulted in fewer fishery opportunities
available for some vessels after the snow crab fishery closed.



4. Why did some processors choose not to operate, or not operate at certain locations, in

the 2000 snow crab season?

Processor decisions regarding which plants and/or how many crews to operate were
probably based largely on economics. AFA processor caps likely had economic
impacts on al processors participating in the 2000 snow crab fishery. Of equal
importance, however was the relatively small guideline harvest level (GHL) of the
2000 fishery. Even in the absence of any type of processing caps, processors were
facing dramatic reductions in the quantity of crabs available for processing in 2000,
consequently decisions on operations would have most certainly been, in part, driven
by the small GHL available in 2000.

5. What was the price per pound in 2000, verses 1999 and 1998. See question # 3.

In addition to these questions the department noted a number of issues that arose in
conjunction with the AFA caps in the 2000 snow crab fishery. The department was able
to address these through inseason adjustment authority. These were:

Adjustment to processor caps based on harvest exceeding GHL and ADF&G's
limitations in providing an accurate harvest revision in a timely manner to be of
value to processors seeking to process their percentage of any harvest over the GHL.

Current AFA regulations alow certain processors a percentage of the harvest,
including any harvest in excess of the GHL. Due to significant penalties established
for processors exceeding their cap percentage, processors need to know the exact
amount of the overage when determining how much they can exceed their origina
allocation, which is based on the preseason GHL.

Immediately after the close of the 2000 snow crab fishery, representatives from most
processors began calling the ADF&G office in Dutch Harbor requesting a solid
estimate of the actual harvest. Several processors were frustrated that actual harvest,
based on processor’s actual production reports, would not be available in time to
allow processors to accurately adjust processing to the amount actually harvested.
Information on the actual (not projected) harvest was not available to ADF&G until
April 24, when processors production reports for the week ending April 22 were due
and submitted to the department.

Inability of vessels waiting to offload to comply with 10-day interim wet gear storage
regulations; and how it could affect the CDQ vessels.

In 2000, 16 vessels contacted the department and indicated that, due to a late offload,
they would be unable to clear their gear from the fishing grounds in the 10 days
immediately following the closure as allowed by regulation. In 1999, processing did
not extend beyond 10 days following the closure, however due to extremely bad



weather at the time of the closure, the department issued an exemption to the 10 day
rule. In 1998, processing was concluded within 8 days of the fishery closure. No
vessels reported having difficulty clearing the grounds within the 10 days following
the closure.

Severa vessels planning to participate in the 2000 Community Development Quota
fishery, which were not offloaded until April 17, were given a waiver of observer
coverage to return to the fishing grounds to convert their open access gear to CDQ
gear to avoid violation of the 10-day post-fishery gear storage regulations.

Current ADF&G policy provides opportunity to reduce deadloss from excessive
processing wait times. Additionaly, it provides for vessel movement as a result of
processors reaching their AFA caps.

Under current landing restrictions, a vessel which has participated in the Bering Sea
snow crab fishery may not freely move between ports or processors with crabs on
board after a specified period not exceeding 72 hours following the fishery closure.

Prior to the 2000 season, industry representatives voiced concern that vessels,
delivering to AFA processors which reached their cap, would be unable to move to
another port or processing location. Also of concern was anticipated wait times longer
than normal at non AFA processors, as AFA processors reached their caps and ceased
processing.

As a result of these concerns, ADF&G developed policy which allowed vessels,
unable to deliver because their processor reached an AFA cap, or vessels which were
beginning to experiencing abnormally high deadloss problems due to long wait times,
to move to a new port and or processing location. Under this policy, vessel
movements were coordinated by the department and check-out and check-in with a
department representative was required. ADF&G records indicate 3 vessels
requested and were granted permission to move to another processor. In all cases, the
original processor had reached their AFA cap.

In summary, crab fisheries are managed based on inseason information to achieve the
preseason guideline harvest level. However, the department does not have the tools
necessary to accurately manage the fleet to achieve the GHL target. Although harvest
may be close to the GHL, in some years the GHL may be over or under by a
substantial amount.



Appendix 2

Processors of Opilio crab by year

PROC NAME YEAR

AFA 95 96 97 98 99 00
Adak Seafoods Lic Non-AFA 1
Alaska Fresh Seafoods Inc Non-AFA 1
Alaskan Fisheries Company Non-AFA 1
Alyeska Seafoods Inc AFA 1 1 1 1 1 1
American Champion LLP Non-AFA 1
Aquatech Non-AFA 1 1
Baranof Fisheries Non-AFA 1 1 1 1 1 1
Blue Dutch Lcc Non-AFA 1 1
Blue Wave Seafoods Inc. AFA 1 1 1 1 1
Cannery Row Inc Non-AFA 1
CJW Fisheries Non-AFA 1 1
Cold Sea International Non-AFA 1
Courageous Fisheries Non-AFA 1 1 1
Courageous Seafoods Non-AFA 1 1 1 1
Deep Creek Custom Packing Non-AFA 1
Deep Sea Harvester Inc. Non-AFA 1 1 1
Dutch Harbor Seafoods Ltd Non-AFA 1 1
East Point Seafood Company Non-AFA 1
East Point Seafood Company Non-AFA 1
East Point Seafood Company Non-AFA 1
Golden Shamrock Inc/Pro Surveyor Non-AFA 1 1 1 1
Icicle Seafoods Inc. - Coastal Star AFA 1 1 1 1 1
Icicle Seafoods Inc.- Arctic Star AFA 1 1 1 1 1 1
Icicle Seafoods Inc.- Bering Star AFA 1 1 1 1 1
Jacquelyn R. Non-AFA 1
Karla Faye Co-ownership Non-AFA 1
King Fisher Non-AFA 1
Kiska Enterprise Non-AFA 1
M/v Westward Wind/Highland Light Sfds LLC Non-AFA 1 1 1
Malezi Kwasi Dba Fisherman Of Alaska Non-AFA 1
Norquest Seafoods Inc. Non-AFA 1
Norquest Seafoods Inc. Non-AFA 1
Norquest Seafoods Inc. Non-AFA 1 1 1 1 1 1
Norquest Seafoods Inc Non-AFA 1
North Alaska Fisheries Inc. Non-AFA 1 1 1
North Pacific Processors Inc Non-AFA 1 1 1 1
Northern Victor Partnership AFA 1 1
Northland Fisheries Inc. Non-AFA 1 1 1
Norton Sound Economic Developm Non-AFA 1
Ocean Beauty Seafoods (F/P Ocean Pride) Inc Non-AFA 1 1
Ocean Beauty Seafoods (King Crab) Inc-KOD Non-AFA 1 1 1 1 1 1
Olympic Co-ownership Non-AFA 1
Osterman Fish Non-AFA 1 1 1 1 1
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PROC NAME YEAR

AFA 95 96 97 98 99 00
Pavlof Inc. Non-AFA 1 1 1 1 1 1
Peter Pan Seafoods Inc. - King Cove AFA 1 1 1 1 1 1
Pioneer Food Corporation Non-AFA 1 1
Prime Alaska Seafoods Inc. Non-AFA 1 1 1 1
Pro Surveyor Partnership Non-AFA 1 1 1
Royal Aleutian Seafoods Inc Non-AFA 1 1 1 1 1 1
Royal Enterprise Non-AFA 1
Sanko Fisheries Llc Non-AFA 1 1
Seawind Fisheries Group Llc Non-AFA 1 1
Snopac Products Inc Non-AFA 1 1 1 1 1 1
South Atlantic Fisheries Lic Non-AFA 1 1 1
Stellar Seafoods Inc. Non-AFA 1 1 1 1 1 1
Trident Seafoods Corporation - Akutan AFA 1 1 1 1 1 1
Trident Seafoods Corporation - Alaska Packer AFA 1 1 1 1 1
Trident Seafoods Corporation - Bountiful AFA 1 1 1 1 1
Trident Seafoods Corporation - Independence AFA 1 1 1 1 1 1
Trident Seafoods Corporation - Sea Alaska AFA 1 1 1 1 1
Trident Seafoods Corporation - South Naknek AFA 1
Trident Seafoods Corporation - St. Paul S/B AFA 1 1 1 1 1 1
Tyson Seafood Group Inc/ Alaskan Enterprise Non-AFA 1 1 1 1
Tyson Seafood Group Inc/ Kiska Enterprise Non-AFA 1 1 1 1
Tyson Seafood Group Inc/ Royal Enterprise AFA 1 1 1 1 1
Tyson Seafood Group Inc (Arctic AK) - Glacier Enterprise.  |AFA 1 1
Tyson Seafood Group Inc (Arctic AK) - Gulf Wind Non-AFA 1 1
Tyson Seafood Group Inc (Arctic AK) - Northern Enterprise. |AFA 1 1
Tyson Seafood Group Inc (Arctic AK) - Pacific Wind Non-AFA 1 1
Tyson Seafood Group Inc (Arctic AK) - Southern Wind Non-AFA 1 1
Tyson Seafood Group Inc (Arctic AK) - Western Enterprise  |[AFA 1
Tyson Seafood Group Inc (Arctic AK) - Westward Wind Non-AFA 1 1 1
Unisea Inc. - Dutch Harbor AFA 1 1 1 1 1 1
Unisea Inc. - Omnisea AFA 1 1 1 1 1
Unisea Inc.- Sand Point AFA 1 1 1 1 1
Westward Seafoods Inc - Dutch Harbor AFA 1 1 1 1 1 1
Yamaya Corporation Non-AFA 1
Yardarm Knot Fisheries Lic Non-AFA 1 1 1 1 1 1
Total 53 44 42 43 36 28
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